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1, ot u,l:ﬁM L. MACDONALD , swear {or aff"rm):lhat to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

ReTREME T CAPTAL LRouP SEWRIMES, INC y

'OATH OR AFFIRMATION

of 'DEC,EMBg; R A\ , 20 O(; , are true and correct. I further swear (or affirm) that

neither the company nor any partnet, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a‘customer, except as follows: ‘ S [
' t

- WM

"Signature

Pﬂzsmeuf, cumwn; CED

Title

% ; .“““'« KAREN L. SAUNDEHS
Notary Public .. - £ “iad  COMM #1584053 g
3 FEE 4Bl NOTARY PUBLIC » CALIFORNIA g
“F en - SANDIEGO COUNTY
ST Cormuss:a}‘rbgtm

This report ** contams (check all appllcable boxes):
(a) Facing Page.
(b) Stalement of Financial Condition. .
(c) Statement of Income (Loss) _ ‘ ‘
(d) Statement of Changes in Financial Condition. '
Ef (e) Statemf nt of Changcs in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital. .
D H Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computauon of Net Capital.
Ef (h) Computatton for Determination of Reserve Requirements Pursuant ta Rule 15¢3-3.
O ) lnformauon Relating to the Possession or Control Requirements Under Rule, 15¢3-3.
O g A Reeonc:hauon including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computanon for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
O wa Reconmllatlon between the audited and unaudlted Statements of Fmanc:al Condition with respect to methods of
consolldauon : y
() An Oath or Affirmation. . 'j
O (m) A copylof the SIPC Supplemental Report.
B8 (n) Areport describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

**For condiliorgs of confidential treatment of certain portions oflhisﬁ[ing, see section 240. 17a-5(e)(3).
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INDEPENDENT AUDITORS’ REPORT!

To the Board of Directors !
Retlrement Capital Group Securities, Inc. »

San Drego California

|
We have|audited the accompanying statement of financial condltlon of Retirement Capital Group
Securities! Inc. (the "Company"), a wholly owned sub5|d|ary of Retlrement Capital Group, Inc., as of
December 31, 2006 and the related statements of income, shareholders equity, and cash flows for the
year thenlended that you are filing pursuant to Rule 17a-5 under the Securltles Exchange Act of 1934.

These financial statements are the responsibility of the Company's management. Ouriresponsmilrty is to
express an opinion on these financial statements based on our audit. ;

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. | Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financiat statements are free of material mrsstatement An audit mcludes consideration
of internal| control over financial reporting as a basis for desrgnlng audit procedures that! jare appropriate in
the circumstances, but not for the purpose of expressing an oplnlon on the effectiveness of the
Companys internal control over financial reporting. Accordingly, we express no such[oplnlon An audit
includes examrnlng, on a test basis, evidence supporting the amounts and dusctosures in the financial
statements An audit also includes assessing the accounting prmcrples used and srgnrf icant estimates
made by management as well as evaluating the overall financial statement presenta’non We believe that
our audit provrdes a reasonable basis for our opinion. | |

In our opinion, the financial statements referred to above present faitrly, in all matenal respects, the
financial posmon of Retlrement Capital Group Securities, Inc. as of December 31, 2006 and the results of
its operations and its cash flows for the year then ended in conformity W|th accountmg pnnuples generally
accepted in the United States of America. : i

Our auditjwas conducted for the purpose of forming an opinion on the basrc financial statements taken as
a whole. | The information contained in Schedules 1 through 3 is presented for purposes of additional
analysrs and is not a, required part of the basic financial statements, |but is supplementary information
required by Rule 17a- 5 under the Securities Exchange Act of 1934." Such information has been subjected
to the audltmg procedures applied in the audit of the basic financial statements andl in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as’a whole.

-ZTI“"""*-‘/‘W*' Menie = Z/«.?Lﬂaﬂ—?,d.c,lo

February 22, 2007

-




RETIREMENT CAPITAL GROUP SECURITIES, INC. i
(A Wholly Owned Subsidiary of Retirement Capital Group, Inc.)

Stateme}ﬂ of Financial Condition
December 31, 2006 _‘

ASSETS

Cash

Commissions receivable
Prepalo expenses
Deferred tax assets

Total assets

LIABILITIES AND SHAREHOLDER'S EQUITY

Accounts payable .
Commissions payable !
Commussnons payable - affiliate

Accrued expenses

Total liabilities
Shareholder‘s Equity:
Common stock, no par value, $7.50 stated value,
10, 000 shares authorized, issued and outstanding
Accumulated deficit

Total shareholder's equity |

Total liabilities and shareholder's equity

See accompanying notes to financial statements
and independent auditors' report. |

2

81,575
729,340
20,323
5,658

836,896

4,161
91,769
605,333
13,500

714,763

284,940
(162,807)

122,133

836,896




RETIREMENT CAPITAL GROUP SECURITIES, INC. |
(A Wholly Owned Subsu:llary of Retirement Capital Group, Inc }

Statemerllt of Income ‘
For the year ended December 31, 2006

Revenue
Commis:sion income
interest income

Total revenue

Expense?
Commission expense
License|and fees
Employee related
Professional fees
Office rtlant and utilities
Miscellaneous

Total expenses
Income hefore provision for income taxes

Provisionifor Income Taxes

Net income

, , i
See accompanying notes to financial statements

and independent auditors' report. l
\

3

7,155,397
224

7,155,621

6,842,581
34,357
48,500
36,220
12,000
10,245

6,884,903

170,718

63,483

3

107,235




RETIREMENT CAPITAL GROUP SECURITIES, INC. |
(A Wholly Owned Subsidiary of Retirement Capital Group, Inc.}

Stat_emerllnt of Shareholder's Equity
For the year ended December 31, 2006 l

|
Common Accumulated Shareholder's

Stock l Deficit Equity
Balance at December 31, 2005 $ 215,800 $ {100,042) I $ 115,758
Net income - 107,235 107,235
Deemed capital contribution 69,140 - | 69,140
Dividend to Parent - (170,000) | (170,000)
Balance at December 31, 2006 $ 284,940 $; (162,807) | $ 122,133

See accompanying notes to financial statei'nents
and independent auditors' report, .

4 |




RETIREMENT CAPITAL GROUP SECURITIES, INC.

(A Wholly Owned Subsidiary of Retirement Capital Group, In

Statemerllt of Cash Flows
For the year ended December 31, 2006

0')

Cash Flows from Operating Activities
Neti mcome
Income tax provision - nencash (deemed capital contribution
under|tax sharing agreement)
Deferred income taxes
Ad;ustments to reconcile net income to cash
provuded by operating activities:
Commissions receivable
Pre;'naid expenses
Accounts payable and accrued expenses
Amount due to affiliate
Commnssuons payable
Commissions payable - affiliate

Net cash provided by operating activities

Cash Flows from Investing Activities
Dividenld to Parent .

!
| Net decrease in cash

Cash at Beginning of Year

Cash at Elind of Year

5
1
I
I!
i

5

See accompanying notes to financial state}nents
and independent auditors' report.

|
|
i

i
3

$

107,235

69,140
(5,658)

(724,653)
512
1,375

(12,550)
91,769
605,333

132,503

(170,000)

(37,497)

119,072

3

81,575




RETIREI\IfIENT CAPITAL GROUP SECURITIES, INC. |
(A Wholly Owned Subsidiary of Retirement Capital Group, Inc.)

I
Notes to Fmanmal Statements

Decem ber 31, 2006 i )

‘ I
I i
NOTE 1. | GENERAL INFORMATION AND SIGNIFICANT ACCOUNTING POLICIES °

General

Retirement Capital Group Securities, Inc. (the "Company”) is a reglstered broker-idealer under the
Securities |Exchange Act of 1934 and is a member of the National Assoc:latlon of Secuntles Dealers
("NASD").| The Company is a wholly owned subsidiary of Retlrement Capital Group, Inc. ("Parent"},
mcorporated in the State of California in December 2002, and capltallzed in April 2003. The Company
received its NASD approval’in July 2003 to practice as a registered brokrler-dealer
The Company has seliing agreements with insurance companies and mutual fund compames to dlstrlbute
mutual funds variable annuities, variable life insurance, public llmlted partnershlps and private
ptacements !

|
The Company also has commission sharing agreements with other broker-dealers whereby certain
registered|representatives of the Company work in conjunction with registered representatlves of other
broker—dealers in presenting, offering, and seliing securities. The Company and other broker-dealers
share fees and commissions arriving from the sale of such securities.

I
Basis of Accounting {

The Company prepares its financial statements in accordance wrth accounting pnncrples generally
accepted in the United States of America.

Income Taxes ‘ ;l

Income taxes are accounted for under the asset and liability method. Deferred tax as‘sets and liabilities
are recogrnzed for the future tax consequences attributable to drfferences between the f nanc:al statement
carrying amounts of existing assets and liabilities and their respective tax bases and operatmg loss and
tax credltlcarryforwards Deferred tax assels and liahilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are expected to be
recovered| or settled. The effect on deferred tax assets and liabilities of a change in tax rates is
recognized in income in the period that includes the enactment date. ‘

Revenue Recognition ‘

Comm|55|on income is recogmzed when the insurance products have been underwritten, the policies
have been issued, and the premiums are paid to the insurance carners While commlssmn revenue is
subject to chargeback the Company's experience has been that no commission revenue has been
charged back. Accordingly, the Company currently does not maintain a chargeback allo‘wance

Use of Estimates - |

Management of the Company has made a number of estimates and asslumptlons relatlng to the reporting
of assets and liabilities and the disclosure of contingent assets and Inabmtles at the date of the financial
statements and the reported amounts of revenue and expenses dunng the reporting Ipenod to prepare
these fi nancral statements in conformity with accounting principles generally accepted in the United
States of America. Actual results could differ from those estimates. '




RETIREMENT CAPITAL GROUP SECURITIES, INC. !
(A Wholly Owned Subsidiary of Retirement Capital Group, Inc.)

|
Notes to _‘Financial Statements :
December 31, 2006 ,

NOTE 1.

Revenue

T

GENERAL INFORMATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

I
Concentration ; !

j
For year ended December 31, 2006, approximately 46% of the Companys revenue originated from one

customer.

$110,589.

2006.

NOTE 2.

of December 31,

Commissions receivable at December 31, 2006 due from this customer amounted to
Two other customers make up the remaining commissions receivable as'
NET CAPITAL

|
The Company's percentage of aggregate indebtedness to net capital was 784% at December 31, 2006.
Under Rute 15c3-1 of the Securities Exchange Act of 1934, the Company is requared to maintain "net
capital,” as defined by the rule, equal to the greater of $5,000| or 6-2/3% of| "total aggregate

indebtedness,” as defined. As of December 31, 2006, the Company had "net capltal"[

exceeded

NOTE 3.

the amount required.

|

INCOME TAXES , ;

of $91,152, which

: [
Significant components of the provision for income taxes for the year ended December 31, 2006 are as

follows:

Federal income taxes:

Current $ (' 52,501
Deferred !‘ {5,658)
' !
l Total federal income taxes | 46,843
f
State and local income taxes: 1
Current -. 16,640
Deferred -
i
Total state and local income taxes |t 16,640
Total income tax provision $ il 63,483
- . | I
The Company's effective income tax rate differs from the federal statutory rate as follovxlrs:
Federal statutory rate | i 340 %
State and local taxes, net of federal benefit 1 5.8
Benefit of lower tax bracket i (6.1)
Effective rate 5 337 %
I
Deferred taxes result primarily from timing differences in deducting state income taxes.‘
I
7 '
‘ |




RETIREMENT CAPITAL GROUP SECURITIES, INC. !

(A Wholly Owned Subsidiary of Retirement Capital Group, lnc )

Notes to|Financial Statements
December 31, 2006

NOTE 3. | INCOME TAXES (Continued)

The Parent utilized the separate-return method for allocating current a’nd deferred taxes to members of
the consohdated group by applying the provisions of Financial Accountmg StandardslBoard Statement
No. 109, Accountmg for Income Taxes, to each subsidiary as if it were a separate taxpayer. The
Company 5 unwritten tax sharing arrangement with the Parent and affiliates provides that the differences
arising between the amounts reported in the financial statements and|the amounts actually payable or
recewable under the tax sharing arrangement are reported as capital contributions or dlstnbutlons in the
separate fmanmal statements of the Company. During the year ended December 31, 2008, the Company
had tax-related capital ‘contributions from its Parent amounting to 369, 140

NOTE 4. | RELATED PARTY TRANSACTIONS |

During 2006 the Company incurred commissions expense of $3,342, 330 to an affiliate of the Company
{100% owned by the Parent). |

i
The Company's affiliate incurs certain expenses on behalf of the Company and provides administrative
services for the Company. During 2006, the Company was allocated $49,500 for}employee-related
expenses|and $12,000 for office rent and utility expenses. !

! !
During 2006, the Company incurred commissions of $77 327 to two of tr‘me Board Members of the Parent.

|
NOTE &., LIABILITIES SUBORDINATED TO CLAIMS OF GENERALI CREDITORS l

The Company has no borrowings under subordination agreements at D("—:-cernber 31, 20b6.




RETIREMENT CAPITAL GROUP SECURITIES, INC.
(A Wholly Owned Subsidiary of Retirement Capital Group, Inc )

Schedulelz 1- Computatlon of Net Capital Under Rule 15¢3-1 ;
of the \aecurltles and Exchange Commission !
As of December 31, 2006 \

Net Capital

Shareholder’s equity at December 31, 2008
Less nonallowable assets
Prepald expenses
Deferlred tax assets
Other daduction

Fidefity bond rule 3020(b)

' Net capital

Computation of Basic Net Capital Requirement

Mlmmum net capital required (greater of $5,000 or 6-2/3%
of aggregate indebtedness) :
Excess’ net capital
Excess'net capital at 1,000%, (net capital less 10% aggregate mdebtedness)

Aggregate indebtedness

Perceniage of aggregate indebtedness to net capital

Reconciliation with Company’s computation (included in Part || of
Form X-17A-5 as of December 31, 2006) |

Net capital, as reported in Company's Part i (unaudited) FOCUS re;laort
Audit-adjustments to record commissions payable and receivable

Net capital - per above

Total aggregate indebtedness, as reported in Company's Part |l (unéudited)
FOICUS report
Audit adjustment to record commissions payable

Aggregate indebtedness - per above

See accompanying independent auditors' r:eport.

9 i

$

122,133

(20,323)
(5,658)

{5,000)

$

91,152

47,675
43,477
19,676
714,763

784%

677,665
(586,513)

3

91,152

17,661
697,102

3

714,763




RETIREMENT CAPITAL GROUP SECURITIES, INC. )
(A Wholly Owned Sub51dlary of Retirement Capntal Group, Inc )]

Schedulcl‘-: 2- Computatlon for Determination of Reserve Reqmrements
Under Rule 15c3-3 of the Securities and Exchange Commlssmn

As of December 31 2006 }

The Company is exerhpt from the Reserve Requirement of computafion according
Rule 15c3-3(k}2)(1).

See accompanying independent auditors':report.

10

to the provision of




RETIREMENT CAPITAL GROUP SECURITIES, INC. :
(A Wholly Owned Sub5|d|ary of Retirement Capstal Group, Inc.) 1

St':hedulel- 3- Informatlon Relating to Possession or Control Requ:rements
Under Rule 15¢3-3 of the Securities and Exchange Commlssmn {
As of December 31, 2006 i i

|
The Company is exempt from the Rule 15¢3-3 as it relates to possessuon and control requurements under

the (k)(2)(i} exemptive provision f

|
|
J
|
|
;‘
|
|
|

See accompanying independent auditors' report. [

1
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INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5 |

The Board, of Directors:

Retrrement Capital Group Securities, Inc. r
San Diego, California ‘ !
| |

i

in planning and performing our audit of the financial statements and supplemental schedules of
Retrrement Capital Group Securities, Inc. (the "Company"), a wholly 'owned subsrdtary of Retirement
Capital Group Inc., for the year ended December 31, 2006, we consrdered the Companys internal
control, mcludlng control activities for safeguarding secur:tres in order to determrne our auditing
procedures for the purpose of expressing our opinion on the fi nancral statements and not to provide
assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission ("SEC"), we have
made a study of the practices and procedures followed by the Company, including tests of such practices
and procedures that we considered relevant to the objectives stated|in Rule 17a- 5(g) in making the
periodic computatrons of aggregate indebtedness (or ‘aggregate debits) and net capltal under Rule
17a-3(a){(11) and for determlntng compliance with the exemptive provrsrons of Rule 15c3 3. Because the
Company|does not carry securities accounts for customers or perform custodial functrons relating to
customer securities, we did not review the practices and procedures foIIowed by the Company in any of
the followmg ‘

(1) Making quarterly securities examinations, counts, verifications, and comparisons, and recordation

of differences requrred by Rule 17a-13

(2) Complying wrth the requirements for prompt payment for securities under Section 8 of Federal
szserve Reguiation T of the Board of Governors of the Federal Reserve System

(3) Obtarmng and maintaining physical possession or control of aII fully paid and excess margin
securities of customers as required by Rule 15¢3-3 -

The management of the Company is responsible for establishing and maintaining mternal ‘control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsrbrlrty estimates
and Judgments by management are required to assess the expected benef ts and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC's above-mentroned ObjECtIVBS Two of the
objectrves of internal control and the practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which the Company has ”reSponSIblhty are
safeguarded against Ioss from unauthorized use or disposition and that transactrons are executed in
accordance with managements authorization and recorded properly to permit the preparatron of financial
statements in conformrty with accounting principles generally accepted in the United States of America.

Rule 17a -5(g) lists additionat objectives of the practices and procedures listed | in the preceding-
paragraph !

1

12 t




Because of inherent limitations in interna! control or the practices and prlocedures referred to above error
or fraud may occur and not be detected. Also, projection of any evaiuatlon of them to future periods is
subject to|the risk that they may become inadequate because of changes in condmons or that the
effectiveness of their des:gn and operation may deteriorate.

Qur consrderatron of internal control would not necessarily disclose all matters in rnternal control that
might be matenal weaknesses under standards established by the Amencan Institute of Certified Public
Accountants A materlal weakness is a condition in which the desrgn or operation of one or more of
internal control components does not reduce to a relatwely low level the risk that mlsstatements caused
by error or fraud in amounts that would be material in relation to the fi nancial statements being audited
may occur and not be.detected within a timely pericd by employees |n|the normal colrse of performing
their assrgned functions. However, we noted no matters involving internal control'l including control
activities for safeguardrng securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectwes referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes :n accordance with
the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
not accornphsh such objectives in all material respects indicate a matenal inadequacy for such purposes.
Based onlthis understanding and on our study, we believe that the Company s practlces and procedures
were adequate at December 31, 2006 to meet the SEC's objectives.

This report is intended solely for the information and use of the board ofldrrectors management, the SEC,
the Natronal Assoctation of Securities Dealers, and other regulatory agencies that reiy on Rule 17a-5(g)

under the 'Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not
intended to be and should not be used by anyone cther than these specified parties.

Zlme, 2,,5/344,_, i & W|Lf-§f

February |22 2007 ,

|
i
|
|

13 \




